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Professor of Business Administration, University of Oregon 


It is certainly not news that the United States faces an 
inflation problem. It is not our purpose to examine the 
general problem of inflation control but only to examine 
and discuss the dilemma faced by those responsible for 
American monetary policy and to project a quite tentative 
prediction of the kinds of new controls that may be attempt- 
ed by the monetary managers in an effort to resolve the 
dilemma. Stated briefly the dilemma of monetary manage- 
ment is that general credit restrictions which would be 
appropriate to inflation control 
would adversely affect the market 
for government bonds (as well as 





Professor of Economics, University of Oregon 


The critical international situation of today has created 
domestic economic issues serious enough to command the 
interest and attention of all American people. The immedi- 
ate and long-run welfare of each of us will depend, in part, 
upon our ability to cope with these current economic prob- 
lems. 

The threat of conflict with states under communistic rule 
has placed the United States in a position which makes 
mandatory a marked strengthening of her defenses. A large 
military force, fully equipped with 
the most modern weapons of de- 
fense, is recognized as a necessity 
under prevailing conditions. The 


Economic Research 


the market for all other bonds). It 
appears that this is a real dilemma. 
It will not be solved by the passage 
of time. The monetary managers 
(st ultimately choose either (1) 
‘impose general credit restric- 
tions and allow the price of bonds 
to decline to whatever may be a 
natural level or (2) to continue to 
support the bond market and aban- 
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attainment of this military goal will 
entail the annual expenditure of 
many billions of dollars in excess 
of present yearly Federal outlays. 
Unfortunately, these heavy ex- 
penditures will probably continue 
for several years and are certain to 
have significant effects upon the 
functioning of the economic sys- 
tem. For example, extreme inflation 


don efforts to control inflation by 
general credit control. 


Factors RELATING TO BANK- 
Crepir Expansion. In order to 
understand the problem, it is necessary to discuss very 
briefly and somewhat dogmatically the factors that influ- 
ence bank-credit expansion and contraction. The following 
statements are intended to set forth the simple mechanics 
of the forces relating tu bank-credit expansion and con- 
traction. The statements are essentially noncontroversial. 


(1) In the modern world the circulating medium 
(money) is largely in the form of bank deposits. Actual 
currency makes up but a small part of the total effective 
money supply. 

(2) The relationship between the total quantity of effec- 
tive money (including bank deposits) and the price level 
is not a simple one. The rapidity of turnover of bank de- 
posits is a powerful influence. In general, however, an ex- 
pansion in total money supply has been associated with 
increasing commodity prices. Under present circumstances 
it is almost inevitable that an increase in money supply 


( ald exert an irresistible pressure upon the price struc- 


ture. 


(3) Bank deposits are created by bank lending and in- 
vesting and are reduced by the liquidation of bank-held 
(Continued on page 4) 
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may result unless sound and bold 
Federal fiscal policies are pursued. 

Inflation means that prices in 
general are rising because of par- 
ticular relationships which prevail between the quantity of 
money and credit in actual use, on the one hand, and the 
quantity of goods and services to be exchanged for money 
and credit, on the other hand. A diminishing value of the 
dollar, a decline in its purchasing power, results when the 
number of dollars in existence and in actual circulation 
increases more rapidly than the quantity of goods and 
services being exchanged in the market places for those 
dollars. Basically, inflation is a relatively simple phenome- 
non, but it is one which is exceedingly difficult to control. 
At the present time we stand near a precipice. A few false 
steps may cause the value of the dollar to fall drastically. 
Courageous moves now, however, will not only prevent 
further inflation, but will actually strengthen the economy 
to withstand the strains of the future. 

The current economic picture may be briefly described. 
We have been experiencing a record rate of production in 
the United States during the past several years. For ex- 
ample, the steel industry has been operating recently near 
100 per cent of capacity as compared with 82 per cent in 
1940. The index of industrial output is above 190 now as 


* Based on a talk given over Radio Station KOAC, Feb. 12, 1951. 
(Continued on page 2) 





———_ a Sees) aes ass 








Oregon Business Review 


VOL X EUGENE, OREGON, MARCH 1951 NO. 3 





Bureau of Business Research, School of Business Administration 
University of Oregon 
WESLEY C. BALLAINE, Editor 





Published monthly. Entered as second-class matter, August 10, 1948, at the 
postoffice at Eugene, Oregon, under the act of August 24, 1912. 


a _ Se — re a i 
iin a 
—— 





EEE ——E——— EI 





Economist Proposes Program 
To Control Inflation 


(Continued from page 1) 


against 125 ten years ago. About 14 million more people 
are employed today than in 1940. These and other data of 
comparable nature indicate that the quantity of goods 
being produced is far in excess of the quantity a decade 
ago. In spite of this sensational rate of production, how- 
ever, consumer prices have risen more than 75 per cent 
since 1940. The reason, of course, is to be found in the 
great increase in the supply of money and credit, chiefly 
now in the form of bank deposits, which came into exis- 
tence during World War II. The United States Treasury 
borrowed heavily from the banks to aid in financing this 
conflict. The banks paid for the government bonds by es- 
tablishing credit balances for the Treasury. These, when 
used, became credits to individuals and business institu- 
tions throughout the economy. After the war, when people 
were free again to buy in the markets, they sought to satis- 
fy their wants by spending a large portion of the vast quan- 
tity of the recently created dollars. The postwar increase 
in production, marked though it was, did not keep pace 
with the great demand for goods, part of which was due to 
the backlog built up during the lean war period. Within 
the last year, however, there was evidence to support the 
belief that supply was catching up, and there was reason, 
therefore, to hope that a leveling off would soon take place. 
But the outbreak of hostilities in Korea and the events sub- 
sequent to that have blasted any hopes for a natural adjust- 
ment of economic forces in the near future. We now face 
an even greater inflation danger than before. 

Confidence in the purchasing power of the dollar must 
be maintained as the preparedness program gets under 
way. This goal can be reached only if a bold economic plan 
is placed in operation. Direct controls of prices and wages, 
even rationing of scarce goods, do not prevent inflation 
and certainly do not attack the sources of the trouble. At 
best, controls will provide nothing more than a temporary 
check on rising prices. For a short time it is possible to 
hold the lid on a boiling pot by placing weights on the lid. 
Sooner or later, however, an explosion will occur unless 
the flame under the pot is controlled or the steam under the 
lid allowed to escape by the opening of a hole in the pot. 
Price controls are analogous to weights on the lid. They 
do nothing to diminish the pressures causing the trouble. 

The President has recently submitted to the Congress 
the budget proposals for the next fiscal year. The funds 
asked for all purposes total approximately $71 billion, 
about $50 billion of which are for defense, including 
foreign aid. These are staggering figures, even in a coun- 
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try which has been accustomed to annual budgets ranging 
from $40 to almost $100 billion. As thoughtful citizens, 
we should give serious consideration to the overall prob- 
lem which this budget presents and insist that a course 
followed which will keep our economy in a sound i 
virile condition. 

The following program seems to have much to warrant 
its adoption, if we are to escape the ravages and the crip- 
pling effects of more inflation and further dislocations in 
our economy. It is a program which calls for considerable 
sacrifice on the part of all citizens of the country. Sacrifice 
now, however, will be a small price to pay for a strong 
economy in the future. 

First of all, it is reasonable to expect that Federal ex- 
penditures, beyond those necessary for adequate defense, 
be reduced to a minimum. There are some long-run social- 
ly desirable public projects being urged now which can be 
postponed. If the people are to experience austerity, and 
to some degree this seems inevitable, then they are justified 
in insisting that unnecessary expenditures be eliminated. 
Through a reduction of expenditures, a start will be made 
toward the solution of the inflation problem. 

After expenditures are carefully scrutinized and pared 
to the minimum in keeping with our emergency needs, the 
tax structure should be remodeled with a balanced budget 
as the goal. The most effective way to prevent further in- 
flation is to “pay as we go” in building our defenses. Addi- 
tional deficit financing will almost certainly result in an 
increase in the money supply, already excessive. The im- 
mediate effect of further borrowing, if the funds were ob- 
tained through the sale of bonds to individual and insti- 
tutional savers, would not be inflationary. But bonds, esr~ 
cially those owned by business and financial institutic 
are usually negotiable and are therefore potential additions 
to the money supply if the banks stand ready to purchase 
them in the open market. A balanced budget and a com- 
plete absence of borrowing from banks are greatly to be 
desired in the months to come. 

The President has stated that $16 billion will need to be 
raised by additional taxes if the new budget is to be bal- 
anced. By restricting nondefense expenditures, this esti- 
mate may be reduced. And, if government officials will see 
that the loopholes in the present tax laws are closed, the 
need for new funds will decline further. But even if these 
steps are taken, there will still remain a big gap between 
proposed expenditures and estimated revenue under exist- 
ing tax laws. This means that rates of present taxes will 
need to be increased, or new sources of revenue found, or 
both. The bulk of the additional revenue will need to be 
obtained from the middle- and lower-income groups, for 
the simple reason that most of the income is in their hands. 
Personal income-tax rates should be raised and exemptions 
should be lowered. Excises should be expanded to cover 
more goods and services outside the necessity class. It is 
to be hoped, however, that resort to a general sales tax at 
the Federal level will not be regarded as necessary. 

It has been suggested that 30 percent of the national pro- 
duct can be diverted to the use of Federal, state, and local 
government without serious consequences. If this is a 
reasonable estimate, then it is economically feasible * - 
the Federal government to raise $70 billion in taxes, wh. 
amount is less than 25 per cent of the anticipated national 
product for the next year. This would be a rigorous tax 
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program, but seemingly would provide the safest way to 
obtain funds for the use of the Treasury in this emergency. 

A third plank in the anti-inflation program concerns the 
control of credit expansion on the part of banks. It is im- 

rative that the dollar-creating activity of these financial 
institutions be held in restraint. There is virtually no limit 
to the amount of money that can be brought into existence 
under our present banking structure, but there is a definite 
limit to the amount of goods and services that can be made 
available to buyers. The preparedness program will divert 
many goods and services, usually in the markets for private 
consumption, into government uses. This makes it even 
more important to hold the money supply in bounds. A 
“pay as we go’ tax program would help greatly, because 
the temptation for the Treasury to borrow from banks, and 
thus to create dollars, will be absent. The Board of Govern- 
ors of the Federal Reserve System must exercise its powers 
of credit control, and should have the cooperation of the 
various segments of our economy. 

Increased individual saving and the investment of the 
savings in government bonds will help to prevent further in- 
flation. For one thing, additional saving will decrease the 
effective demand for consumer goods and thus relieve the 
pressure on prices to some extent. If the savings are in- 
vested in government bonds, more funds are transferred 
to the account of the Treasury. If the budget is being bal- 
anced by receipts from taxes, these additional funds will 
be available to the Treasury for use in redeeming bank- 
held government bonds, thus causing the money supply to 
decline. Every encouragement ought to be provided to 
individuals to increase their savings. An assurance that 
the dollar will be protected in the future will in itself create 

powerful inducement to save. 

A final step which should be taken in the effort to check 
the inflationary tide is concerned with productive efficiency. 
There is certain to be a decline in living standards as more 
goods and labor services are shifted to defense production. 
The immediate effect of government buying will be a re- 
duction in the amount of products for civilian use. This 
overall shortage may be lessened to some degree by an 
increase in efficiency and in the productive capacity gener- 
ally of men and machines. It is estimated that there are 
two million persons not now employed who might be 





Census of Business in Oregon 


(Retail, Wholee:le, and Service] 
Wheeler County 


Retail establishments located in Wheeler County showed a sub- 
stantial expansion in dollar volume of trade from 1939 to 1948 
according to preliminary figures from the 1948 Census of Business. 
Retail sales in the county during 1948 aggregated $1.7 million, an 
increase of 113 per cent over the $0.8 million in 1939. 

Employment in the county also rose over the nine-year period 
between 1939 and 1948 for the above trade. Retail establishments 
reported a total of 58 paid employees for the work week ended 
nearest Nov. 15, 1948. This compared with a total of 50 employees 
reported for the week of Nov. 15, 1939. 











Proprie- Employees, Week 

No. Eat- Seles tors, Un Ended Nov. 15 
eblish- (thous.of incorp 

ments dollars) Total Week 
tail 37 $1,660 “WW 58 eva) 
Food 5 264 4 4 4 
Eating & drinking... Ss WM 174 15 23 13 
Service stati 8 145 7 5 3 
All other 13 1,077 18 28 20 
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placed in jobs. In addition, all of the “know how” which 
has accumulated over the years should be brought into 
full use. Under the stress of the present emergency, more 
goods and services per man and machine can probably be 
achieved. This would be helpful from every point of view. 

The several suggestions made here for preventing fur- 
ther inflation (reduction in nonessential Federal expendi- 
tures, higher taxes, credit control, increase in savings, and 
greater production through improved techniques) fall 
within the general category of indirect efforts to affect the 
price level as distinct from direct price and wage controls. 
Economists tend to favor the more indirect approach and 
regard the several methods here proposed as basically 
sound in principle. Fiscal and credit measures are the only 
adequate primary defense against inflation. In their ab- 
sence, a prolonged decline in the purchasing power of the 
dollar may take place and the very foundations of our so- 
ciety may be undermined. Direct controls in the form of 
price, wage, and rent ceilings seem to be temporarily neces- 
sary. But the lessons of experience have taught us that such 
controls will not work very long or very effectively, unless 
a concurrent attack is made upon the real sources of the 
trouble. The most that direct controls can accomplish is 
to retard or defer price increases. 

A judicious use of direct-control. devices is warranted 
under the conditions which prevail today. But more import- 
ant, in the long run, is a vigorous monetary and fiscal pro- 
gram to combat the forces which lead to inflation evils. 





Yamhill County 


Retail, wholesale, and service establishments located in Yamhill 
County showed a substantial expansion in dollar volume of trade 
from 1939 to 1948 according to preliminary figures from the 1948 
Census of Business. Retail sales in the county during 1948 aggre- 
gated $30.0 million, an increase of 266 per cent over the $8.2 million 
in 1939. Wholesale sales in the county reached a total of $22.0 
million in 1948 as compared with $5.2 million in 1939. The service 
trades included in the Census of Business recorded receipts totaling 
$1.3 million in 1948 compared with $0.3 million in 1939. 

Employment in the county also rose over the nine-year between 
1939 and 1948 for the above trades. Establishments in these trades 
reported a combined total of 1,983 paid employees for the work 
week ended nearest Nov. 15, 1948. This compared with a total of 
1,382 employees reported for the week of Nov. 15, 1939. 


















































Proprie- Employees, Week 
No. Est- Sales tors, Un- Ended Now. 15 
eblish- ° orp. a4 
dollars ) Firms Total Week 
Retail 395 $30,027 446 1,168 1,000 
Food 78 6,967 83 158 124 
Latiug & drinking 62 1,587 76 Oe 156 
Gen. handi 22 2,748 25 156 118 
Furn. & home furnish. 26 1,372 31 46 42 
Aut ti 31 5,592 37 210 199 
Ene Bo Ee Gg a 
a bldg-hardware_ 17 76 1s yo ron 
All other §2 3,718 57 106 9 
Wholesal ‘“ 21,979 21 657 ° 
Merchant wholesalers... 11 6,085 9 14 54 
Other. 23 15,894 $13 . 
Selected service 113 1,321 123 158 137 
Personal servi 68 671 69 112 95 
All other 45 650 S4 46 42 
Hotels $s 71 7 13 11 
Tourist courts. ll so 13 om aus 
\ t 10 240 6 46s ° 
McMinoville 
Retail 14 13,878 121 608 $22 
Selected service._._._..........__ 35 525 37 70 64 
Newberg: 
Retail 80 5,800 90 218 1% 
Selected service 24 26 25 4l 31 
* Not available 
3 











U.S. Monetary Managers Face 


Crucial Dilemma 
(Continued from page 1) 


loans and investments. When a commercial bank makes a 
loan or investment, a deposit credit comes into being. This 
credit does not disappear on being spent. It merely passes 
from one owner to another. The deposit thus created is 
extinguished only when the loan or investment is liqui- 


dated. 


(4) Bank lending or investing is governed by the state 
of “bank reserves.” Reserves are made up of bank cash and 
bank deposits with the Federal Reserve banks. Minimum 
bank reserves are prescribed (within limits) by the Board 
of Governors of the Federal Reserve System. The legal 
minimum is stated in terms of a percentage of the bank’s 
deposit liabilities. Minimum reserves are also related to 
prevailing concepts of prudent banking. A bank will seek 
to expand its loans and investments when it has “excess 
reserves.” Excess reserves are reserves in excess of those 
required by law or by banking prudence. 


(S) The banking system as a whole is able to expend 
loans and investments (and therefore deposits) by several 
dollars for every dollar of increase in excess reserves. This 
is because the reserve required by either law or banking 
prudence does not commonly exceed 25 per cent. But this 
is not true of an individual bank within the banking sys- 
tem. If an individual bank acquires an additional dollar of 
excess reserves, it may not safely expand loans and invest- 
ments by more than this increase in reserves. This is be- 
cause, when a single bank makes a loan or investment, it 
will usually lose cash. But there is no loss of cash to the 
banking system. What is one man’s credit is another man’s 
cash and the cash lost by one bank is gained by another. 
In this way every dollar of addition to bank reserves may’ 
support an expansion of bank loans and investments (and 
hence of deposits) of several dollars. 


(6) The amount of excess reserves of the commercial 
banks depends almost wholly on action of the Board of 
Governors of the Federal Reserve System.” The Federal 
Reserve banks are bankers’ banks, and it is required that 
member commercial banks keep their entire legal reserve 
on deposit with the Federal Reserve district bank. The 
Board of Governors may influence the member-bank re- 
serve position in a number of ways.* The most important 
is purchase or sale of government bonds. When the Federal 
Reserve banks add to their holdings of bonds,‘ the effect is 
an equal increase in commercial-bank reserves. A decline 
in Federal Reserve holdings of bonds serves to withdraw 


1 Under depressed conditions banks are less likely to expand 
credit to the theoretical limit than in normal or prosperous times. 
2 The effect of currency hoarding and dishoarding is here dis- 
ed. 





8 The United States Treasury also has some power to influence 
the commercial-bank reserve position. This power is based on the 
transfer of Treasury deposits from the Federal Reserve banks to 
commercial banks and vice versa. This power is obviously limited 
by the size of Treasury balances. 

It does not matter whether such bonds are acquired from the 
banks, from private investors, or direct from the United States 
Treasury. : 
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an equal amount from commercial-bank reserves. When 
the Federal Reserve adds to holdings of bonds, payment 
is made by cashier’s check. These checks are then deposited 
in a commercial bank and that bank thus increases * 

reserve balance. When the Federal Reserve reduces 3. 

bond holdings, payment is received in the form of a check 
on a commercial bank. This then reduces the member 
bank’s reserve deposit balance at the Federal Reserve Bank. 


Tue Ditemma. If the price of government bonds is to be 
maintained on the present low-yield, above-par basis, it is 
necessary that the Federal Reserve banks continue to sup- 
port the market for government bonds. But every dollar 
expended by the Federal Reserve in adding to its bond 
portfolio adds a dollar to commercial-bank reserves. Under 
the fractional reserve system, a dollar added to commercial- 
bank reserves represents a potential expansion of bank 
credit of from four to six dollars. 

Here then is the dilemma. The Board of Governors of 
the Federal Reserve System can continue to support the 
government bond market and thereby feed the fire of infla- 
tion, or it can permit the bond market to seek its natural 
level and exert a general credit control which will restrain 
present inflationary pressures. It cannot continue support 
of the bond market and exert any effective general credit 
control. 


THe Controversy. A more or less public controversy 
between the Treasury and the Board of Governors has de- 
veloped. The concern of the Treasury for continued low 
interest rates on United States bonds is understandable in 
view of the necessity for new financing and refunding. On 
the other hand, the Board of Governors, as the agency pr 
sumably charged with responsibility for credit control, 
sees clearly the impossibility of effective credit control 
while standing ready to purchase virtually an unlimited 
amount of United States bonds at a pegged price at the 
demand of the market. 

The complete incompatibility of a pegged market for 
bonds and effective credit control was demonstrated in the 
last quarter of 1950. The Board of Governors increased the 
required legal minimum reserves and thus effectively re- 
duced available excess reserves. But, almost immediately, 
excess reserves were pumped back into the banking sys- 
tem by Federal Reserve open-market operations. 


THE PosITION OF THE TREASURY. The attitude of the 
Treasury was made clear by Secretary Snyder in an ad- 
dress to the New York Board of Trade on January 18, 
1951. He declared that inflation could “develop into dis- 
aster.” His prediction for combatting inflation included: 
(1) taxes high enough to balance the budget, (2) reduc- 
tion of nonessential public spending, (3) allocation of 
scarce materials, (4) sale of Federal securities to nonbank 
investors, and (5) selective credit controls as well as price 
and wage controls. It is significant that he did not include 
general credit control. 

Secretary Snyder’s opposition to such general controls 
was made clear in other sections of the address. He asserted 
that “the Treasury is convinced that there is no tangible 
evidence that a policy of credit rationing by means 
small increases in the interest rates on Government bo. 
rowed funds has had a real or genuine effect in cutting 
down the volume of private borrowing and in retarding 
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inflationary pressures. The delusion that fractional changes 
in interest rates can be effective in fighting inflation must 
be dispelled from our minds.” 

Secretary Snyder’s argument that small changes in in- 
‘ west rates do not deter business borrowing is a clear case 
‘of putting the cart before the horse. To be sure, a business- 
man who sees an opportunity for the profitable employ- 
ment of funds will not be deterred by a small change in 
the interest rate. But credit control was never supposed to 
operate through reducing the desire of businessmen to bor- 
row. The rate of interest is not itself the control mechan- 
ism. The rate of interest is merely the inevitable conse- 
quence (often an unpleasant consequence) of credit con- 
trol. The real control operates through a reduction of funds 
available to banks for lending and investing. The increase 
in interest rates is merely a result of this credit control. 


Wuat To Expect. The problem faced by the Treasury 
and the Board of Governors is a dilemma. There is really 
no possibility of a compromise solution. The choice is 
either an attempt at effective credit control or continued 
inflation. The announced intention of the Board of Govern- 
ors to continue to support the long-term 21 per cent rate 
means that the Federal Reserve has at least for the present 
chosen inflation. Perhaps it is more accurate to say that 
the Board of Govenors has chosen merely to continue past 
and present inflationary policies in order that the bond 
market may be supported. 

Indeed, the previous record of the Board of Governors 
clearly indicates that no deflationary policy is to be ex- 
pected. In previous years the Federal Reserve has taken 
positive action to expand credit at the first sign of even a 
ittle deflation. Past inflationary policies make the present 
problem more acute. There is such a thing as a “breaking 
point” in inflation, i.e., a point where public confidence in 
money is impaired. When this point is reached, the tra- 
ditional central banking controls have little effect. 

The Board of Governors at present seems to be in the 
position where it would like to restrain credit expansion 
and at the same time continue to support the bond market. 
These twin objectives are really incompatible, but it is not 
unreasonable to expect the Board to seek even quite un- 
orthodox devices which seem to offer some hope of attain- 
ing these inconsistent objectives. 

If it were possible to freeze bank and perhaps insurance- 
company bond holdings, it might appear to be feasible to 
tighten commercial credit ed at the same time to keep 
government bond rates low. This is, of course, inconsistent 
with the objective of selling the largest possible amount of 
Federal bonds to nonbank investors and not a real solution 
to the fundamental problem. Nevertheless, it is not un- 
reasonable to expect proposals to the Congress which would 
be directed at a freeze of bank holdings of government 
bonds. This might take the form of a special tax on bank 
sale of such bonds or it might take the form or a minimum 
legal “secondary reserve” to be held in the form of special 
low-rate government bonds. This “secondary reserve” 
would, of course, be expressed in the form of a percentage 
of deposits. 

Either of these proposals would seriously impair bank 
arming power and operate very unequally between banks. 
- Moreover, either device might seriously retard the rearma- 
ment program. Neither of these proposals offer a real solu- 
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tion to the problem. If government bond yields are low but 
other bond yields are materially higher, it would be very 
difficult to promote the sale of government bonds to non- 
bank investors. But because the alternatives are unpleasant, 
and because such unorthodox proposals may appear to 


offer a temporary solution, it is not unreasonable to expect 


the Board of Governors to propose such changes. 


LIMITATIONS TO CENTRAL-BANK PoLticy. It is quite pos- 
sible that the Board of Governors is confronted with a prob- 
lem for which there is really no solution. The central bank 
can operate only by means of devices that limit available 
bank reserves and hence bank lending and investing. But 
if the additional financing is mainly represented by govern- 
ment bonds to finance a budgetary deficit, the limitation 
of bank lending power would not in any way deter this 
financing. It would merely increase its cost. For this reason 
it appears that tax policy and reduction of nondefense 
spending are more potent anti-inflation weapons than 
monetary policy. 





HOUSE-BUILDING BOOM CONTINUES 


The high volume of house building in the United States 
that produced a new record in 1950 carried over into the 
early weeks of 1951. The 87,000 housing units started in 
January and reports of continuing high levels of building 
activity in recent weeks indicate that the first quarter will 
not bring much, if any, decline from the record levels of a 
year ago. This high volume of house building is going on 
in spite of mortgage credit restrictions and growing ma- 
terials and labor shortages. : 





Number of Farms in Oregon--1945 and 1950 


The following table gives the number of farms in each county in Oregon accord- 
ing to the 1950 Census of Agriculture, together with figures for 1945. The data for 
1950 are not fully comparable with those for 1945. In 1950, places were counted as 
farms only if agricultural products (exclusive of home garden) with a value of $150 
or more were produced in 1949. In 1945, places were counted as farms if the agri- 
cultural products produced in 1944 were valued at $250 or more. The figures for 1950 
may be revised slightly when final compiliations are made. 


Number of Farms 
County 1950 1945 
Baker 1,088 
Benton 1,294 1,279 
Clack 6,089 5,832 
Clatsop 837 910 
Columbi 1,994 2,082 
Coos 1,509 
Crvok—. 472 
Curry 474 


Dougias 
Gilliam 
Grant 

Harney 
Hood River 
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Klamath 
Lake 
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Lincoln 
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Malheur 
Marion 
Multnomah 
Polk 
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‘CURRENT BUSINESS TRENDS IN OREGON 


Department-Store Sales. By March 10, 1951 Portland depart- 
ment sales had dropped off after the spurt which took place the first 
weeks of this year. Declines of similar magnitude have not appeared 
in the sales of other Pacific Coast cities. The percentage changes in 
the dollar volume of Portland department-store sales for the week 
ending March 10 and the calendar year to that date, compared with 
corresponding periods a year ago are given below, along with similar 
figures for other Pacific Coast cities. 


Week Ending Calendar Year to 
Mar. 10 Mar. 10 





























18,000 more than in 1948, the year having the highest winter em- 
ployment to date. Maintenance of this high level was due primarily - 
to continued activity in lumbering, construction, and food proces 
ing. Manufacturing employment also increased, although the totas 
number of people involved is not great compared to lumber. 


Portland Consumer Prices. Moderate-income families in Port- 
land paid 3.3 per cent more for purchases in mid-January than they 
did in mid-October and 8.9 per cent more than in January 1950. 





























City This is a new peak in the retail price level. The constituent elements 
icdiond aye 4-26 of the index are shown below. 
Los Angeles + 5 +21 
San Diego +19 19 Index Per Cent Change to 
Dakland , +12 21 Jan. 15,1951 Jan.15, 1951 from 
San Fr +10 20 (1935-39= Oct. 15, Jan. 15, Aug. 15, 
—— re H 133 100) 1950 1950 1939 
kane All items 190.4 3.3 8.9 90.2 
nited States +20 +22 Food.... 243.4 t33 418: £1333 
: : are 196. 1.7 . , 
Lumber Production. Although the rate of production of Rent, = fay! +33 tT 2 T 36.1 
Douglas-fir lumber in Oregon and Washington increased slightly in ees and electricity 93.9 0 + 2.1 — 5.2 
. : . er fuels 185.2 +2.3 + 3.2 + 89.6 
February 1951 over January, the rate of shipments declined per- ce sili 133.6 0 0 4+ 33.6 
ceptibly. The decline in shipments was due to an unseasonable Housefurnishings.................. 203.3 Pe 5 Serv the 
nation-wide car shortage that has caused some mills to turn down 


orders. February is normally a month in which there are plenty of 
freight cars; the summer and fall months, when loadings are sea- 
sonally heavy, may see an extremely tight car situation. Recent 
trends in the lumber industry may be seen from the following fig- 
ures (all in M feet) : 





























Multnomah County Real-Estate Transactions. During the 
month of February 1951 there were 712 sales of residences in Mult- 
nomah County totaling $5,893,955; 234 pieces of vacant property 
were sold for a total of $266,748; and 30 business properties were 
sold for $1,201,250. A comparison of real-estate transactions in Feb- 
ruary with other months follows: 














Feb. 1951 Jan. 1951 Feb. 1950 
eekly producti 207,066 203,130 161,421 b. 1951 . 1951 Feb. 1951 
Sty Shi pease Hoes Tas'tei Sumber of sales ee ia 
eekly t ’ , , y 
Unfilled orders at end of month... wn 06 CU eS OO 
Stocks at end of month 785,525 759,479 791,799 Total money loaned................ $6,693,412 $6,756,915 $8,132,255 
Number of sheriffs deeds........ 0 2 1 


Employment. Because of a comparatively mild winter, seasonal 
employment has risen somewhat earlier than usual. The lowest 
part of the winter unemployment was reached late in January 1951, 
with 423,300 persons working, 54,000 more than a year ago and 








Gasoline Sales. During January 1951, 36,043,760 gallons of tax- 
able motor fuels were sold in Oregon. This was 9,565,352 gallons 
more than in January 1950. 





BANK DEBITS . ‘ 


Bank debits represent the dollar value of the checks drawn against individual deposits. Payment for approximately 90 per cent of all goods, property, and services is by 
check. Bank debits are regarded as indicators of the general trend of business, though their value for this purpose may be impaired by substantial changes in the level of 
prices. The Bureau of Business Research collects bank debits from 119 banks and branches monthly. On occasion, the totals for the same month in different issues of the 

Review are not directly comparable because of necessary adjustments in basic data. 









































Number 
of Banks Debits Debits Debits Jan. 1951 compared with 
Markesing Districts Reporting Jan. 1951 Dec. 1950 Jan. 1950 Dec. 1950 Jan. 1950 
Oregon 114 $1,190,846,652 $1,211,882,970 $814,459,695 — 1.74 +46.21 
Portland (Portland, Hillsboro, Oregon City, etc.) 33 730,522,415 754,698,830 492,722,637 — 3.19 +48.28 
Lower Willamette Valley (Salem, McMinnville, etc.) 15 88,403,192 87,558,196 72,286,754 + 0.96 +22.30 
Upper Williamette Valley (Albany, Corvallis, Eugene, etc.) 16 119,801,074 115,607 ,648 77,646,925 + 3.63 +54.29 
North Oregon Coast (Astoria, Tillamook, etc.) 4 20,114,487 19,622,524 14,230,663 + 2.51 +41.35 
Douglas, Coos Bay 7 36,628,666 40,336,136 23,162,659 — 9.19 +58.14 
Southern Oregon (Ashland, Medford, Crants Pass) 6 47,689,814 49,126,632 33,252,841 — 2.92 +-43.42 
Upper Columbia River (The Dalles, Hood River, etc.) 7 22,330,780 24,027,568 12,923,020 — 8.06 +72.80 
Pendleton area 6 29,129,367 22,806,024 17,634,413 +-27.73 +65.18 
Central Oregon (Bend, Prineville, Redmond) 5 27,137,991 23,547,947 17,251,429 +15.25 +57 .31 
Klamath Falls, Lakeview area 5 30,666,350 32,897 ,202 22,545,283 — 6.78 +36 .02 
Baker, La Grande area 5 19,268,419 20,329,582 15,035,346 — 5.22 +28.16 
Burns, Ontario, Nyssa 5 19,014,097 21,324,681 15,767,725 —10.84 +20.59 


Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken, in interpreting these data, to allow for 
the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 



























































Additions, 
New New Non- Alterations 
Residential residential &R Totals Totals Totals 
Jan. 1951 Jan. 1951 Jan. 1951 Jan. 1951 Dec. 1950 Jan. 1950 

Albany $ 58,900 $ 5,850 $ 2,750 $ 67,500 $ 29,250 $ 12,600 
Astoria 7,200 74,470 5,629 87,299 9,595 8,292 
Baker 10,500 3,000 9,600 23,100 7,838 16,200 
Bend hte al a 43,040 43,040 42,285 32.350 
Coos Bay 75,880 ial 12,236 88,116 184,077 13,100 
Corvallis 22,000 850 5,575 28,425 40,070 19,662 
Eugene 98,500 2,055,300 100,425 2,204,225 212,160 257,900 
Crants Pass 53,865 11,920 2,310 152,302 35,813 
Le Grande. 5,000 RE 0 19,145 24,145 5,350 1,100 
Oregon City 10,000 43,000 3,150 56,150 47,150 7,850 
Pendlet 91,664 16,972 73,622 182,258 50,514 3,367 
Portland 1,600,400 424,620 637,665 2,662,685 2,853,155 6,368,920 

burg 64,500 45,000 49,780 159,280 26,346 36,140 
Selem 353,500 61,725 32,593 447,818 253,640 405,8° 
Springfield 57,000 3,050 11,000 71,050 162,070 43,55. 
The Dalles. 17,500 227,045 1,975 520 ,005 48,079 
18 other t 206,000 143,265 $7,755 407 ,020 131,576 120,795 

Totals. $2,732,409 $3,066,607 $1,068,250 $6,866,726 $4,311,383 $7,431,612 
6 Oregon Business Review 





